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Hank  Emerson;  Today  we  are  continuing  with  more  or  less  the  dollars  and  cents  part 
of  the  city  plan.   I'll  let  Alex  introduce  our  speaker  today,  and  hope  you  enjoy 
the.  discussion  today. 

Alex  Ganz : Jim  Young  could  not  be  with  us  today,  but  we  do  have  other  good  city 
people  who  can  tell  us  about  city  tax  strategy.   David  Strohm  of  the  Mayor's  policy 
staff  will  present  some  of  the  basic  notions  and  ideas  behind  the  city's  tax  strategy. 
In  addition  to  David  ws  have  Dick  Wall,  the  city  budget  directdr.,- .  also  Don  Gordon 
and  Susan  Houston  and  others. 

David  Strohm:  I'm  not  going  to  talk  in  depth  about  Alex's  report,  because  I'm 
assimiing  you've  all  read  it.   I  really  want  to  kick  this  discussion  into  broader 
realm.   I  think  what  emerges  from  Alex's  report  is  a  two  headed  monster,  and  we 
should  keep  this  in  mind  all  the  way  through  our  discussion  of  taxes  and  property 
in  Boston. 

As  the  numbers  show  the  exempt  property  burden  is  a  tremendous  limitation  on 
the  Boston  economy.   But  what  makes  this  burden  truly  intolerable  to  the  city  is  it 
is  compoimded  by  Boston  and  the  rest  of  Massachusetts  by  over  reliance  on  the  property 
tas  as  a  revenue  device.   I'd  like  to  take  a  minute  to  talk  about  the  implications  of 
property  tax  and  the  reliance  of  this  state  on  the  property  tax  for  land  use  and 
economic  development  for  the  entire  pattern  of  growth  for  the  state. 

If  there's  a  common  characteristic  among  the  cities  and  towns  in  Massachusetts 
especially  the  older  elites  it  is  a  trend  toward  decline  in  the  downtown  coirmercial 
and  their  immediately  surrounding  neighborhoods..  Most  of  these  towns  in  turn  are 
surrounded  by  a  ring  of  relatively  strong  growing  suburban  areas  but  the  pattern  is 
to\i7ards  deterioration  of  the  core  areas.   This  is  not  unique  to  Massachusetts^  but 
I  think  that  you  will  find  across  the  country  that  Massachusetts  will  probably 
be  ahead  to  other  states  in  this  pattern  of  deterioration.   Now  a  heavy  property 
tax  burden  has  a  subtle  but  undeniable  influence  on  growth  patterns.   Much  of  the 
pattern  of  growth  in  this  state  we  have  seen  over  the  last  20-50  years  is  directly 
attributable  to  the  fact  that  we  are  relying  so  heavily  on  property  tax.   Let  me 
elaborate.   When  a  firm  is  making  a  locational  decision  in  terms  of  either  reinvestment 
or  nev7  investm.ent  tax  is  a  major  variable  in  that  decision.   It's  not  the  only 
variable  but  I  think  it's  important,  especially  in  Massachusetts  where  the  property 
tax  is  very  high.   It's  often  much  cheaper  for  an  investor  to  locate  in  a  jurisdiction 
where  there  is  no  cost  of  government  support,  no  school,  no  police,  no  fire. 

Over  the  long  run,  this  is  a  narrow  minded  decision.   Most  of  the  cities  in  the 
commonwealth  are  old,  there  are  infra  structures  which  are  aging  and  expensive.   In 
many  cases  this  infra  structure  includes  the  cost  of  supporting  the  large  population, 
and  that's  not  going  to  go  away.   Historically,  these  costs  of  infra  structure  have 
induced  new  development  to  go  outside  the  city,  they've  induced  developmen,t  and 
reinvestment  to  leave  the  city.   But  with  the  flight  of  the  investment  dollar  to  the 
suburbs  with  growth  patterns  occuring  in  the  suburbs,  what  we're  finding  is  a 
burgeoning  suburban  municipal  infra  structure  with  many  of  the  same  problems  that  the 
central  cities  in  Massachusetts  have  experienced  for  many  years.   Sooner  of  later 
•  most  of  these  infra  strucutre  costs  the  schools,  the  police,  the  fire  protection 
are  going  to  catch  up  with  the  people  who  fled  the  city.   I  think  you  can  see  this 
now,  you  can  see  a  narrowing  differential  in  the  cost  of  supporting  services  in  the 
cities  and  the  surrounding  suburbs. 
"""  Property  Tax  Reform  or  land  use  controls 

^^3     Eight  now  in  terms  of  the  property  tax  we're  at  cross  roads  in  Massachusetts 
d  for  that  matter  throughout  the  country.   There's  a  very  quite  revolution  under 
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way.   It's  one  that  not  too  many  people  see.   That  revolution  is  really  the  stamped'   r" 


of  subruban  and  exurban  jurisdictions  to  adopt  very  strict,  no  growth  policies.   One 
of  the  greatest  demands  for  planners  right  now: is  to  devise  ways  of  preventing 
growth  in  the  suburban  and  exurban  jurisdictions  in  most  states  in  the  country. 
These  communities  are  discovering  that  except  for  some  very  limited  forms  of 
development  and  new  investment,  growth  just  doesn't  pay.   Any  selectman  in  just 
about  any  town  in  Massachusetts  will  tell  you  that  new  housing  development  with 
more  than  two  bedrooms  is  a  net  tax  loser.   They  won't  want  more  housing  if  more  than 
two  kids  are  involved.  We  can  say  the  same  thing  about  the  city. 

In  Washington  as  well  there  is  serious  talk  for  the  first  time  of  national 
land  use  control.   The  bill  almost  made  it  through  this  year  and  it's  likely  to 
next  year.   A  lot  of  folks  find  this  rather  frightening  because  it  really  implies 
government  intervention  in  just  about  every  private  investment  decision.   I  think 
it's  probably  unnecessary.   In  terms  of  actually  controlling  patterns  of  growth  there 
is  a  much  more  efficient  and  direct  way  of  doing  that  by  addressing  the  tax  structure. 
I  think  in  this  case  you  have  a  very  clear  example  of  tax  strucutre,  having  a  very 
serious  impact  on  growth  patterns  -  gorwth  patterns  that  are  really  being  looked  upon 
as  undesirable.   Before  we  find  ourselves  forced  into  that  kind  of  land  use  control, 
which  is  going  to  be  a  very  heavy  political  fight,  and  it's  going  to  be  a  long  one, 
we  have  to  remove  that  tax  incentive  to  suburban  sprawl,  that's  a  characteristic  of 
this  and  other  states.   Rather  than  watch  downtown  Lynn  fall  apart  at  the  seams  at 
great  public  cost  to  clean  up  what  is  left  behind,  we  ought  to  try  to  remove  the 
property  tax  discentive  to  keeping  development  concentrated  and  rational. 

I  wanted  to  introduce  this  consideration  for  discussion,  not  so  much  as  the 
leading  reason  why  we  have  to  talk  about  addressing  the  entire  tax  structure  in  the 
state  -  I  think  that  Alex  has  outlined  the  case  for  an  equity  argument  -  but  from 
my  concern  about  how  we  build  a  political  coalition  to  get  that  kind  of  tax  reform. 
What  I'm  suggesting  to  you  is  that  there  are  out  in  the  suburbs,  people  who  want  to 
see  more  rational  growth  patterns.   There  are  at  the  same  time  people  who  want  to  see 
property  tax  reform  for  equity  reasons.   I  think  there  is  room  now  -  as  there's  never 
been  before  -  for  a  coalition  of  people  with  those  interests.   One  of  the  best  ways 
to  satisfy  both  interests  is  to  look  more  specifically  at  the  kind  of  misuse  of 
property  taxes  that  Alex  has  talked  about  in  the  papers  we  have  read  for  today. 
Lou  Alfeld;  I  did  not  write  a  paper  on  the  particular  subject  of  taxes  because  it's 
a  very  complex  issue  and  not  necessarily  that  well  addressed  by  the  urban  dynamics 
model.   I  once  did  a  paper  on  what  is  the  best  way  to  use  the  property  tax  to 
improve  the  city.   So  I'd  like  to  address  my  issues  not  in  terms  of  the  city  and  prope| 
tax  but  to  the  larger  system,  as  you  pointed  out.   It  seems  to  me  looking  at  the 
issue  of  taxes  and  spending  from  a  systems  viewpoint,  we  might  begin  by  just  looking 
at  the  system  as  being  the  state  of  Massachusetts.   Within  the  state  there  is  a  total 
amount  of  spending  at  goes  on  by  state  and  local  government  and  a  total  in  tax 
collections.   Some  of  what  is  in  Alex's  paper  discussed  ways  of  shifting  the  point 
of  collection  of  those  taxes.   The  way  you  collect  the  taxes  does  effect  the  patterns 
of  growth,  it  does  impact  some  municipalities  harder  than  others,  and  the  property 
tax  seems  to  have  hurt  Boston  in  the  past.   But  shifting  the  point  of  collection  of 
the  total  amount  of  take  in  the  state  does  not  necessarily  reduce  the  flow  tax  burden 
in  the  state.   The  real  key  to  the  systems  method  of  analysis  has  got  to  look  at 
two  sides  of  the  figure.   T\^ere  exactly  is  that  money  being  spent  to  get  the  best 
return  on  the  investment.   We  need  to  make  sure  that  by  shifting  around  the  point  of 
collection  we  are  not  unwittingly  creating  a  kind  of  run  away  spending  collection 
situation  that  can  very  easily  come  about . 

I'll  give  you  an  example  -  whenever  the  control  over  spending  is  in  the  same 
jurisdiction  as  control  over  raising  the  income  you  can  not  really  spend  a  great  deal 
more  than  your  income.   There  is  a  very  real  cut  off  point,  you  begin  to  feel 
immediate  pressures  when  you  start  spending  beyond  that  limit.   There's  a  limit  to 
how  much  in  debt  you  can  really  go.   As  you  shift  control  of  the  spending,  one  person 
does  the  spending  and  somebody  else  worries  about  raising  the  money,  it  winds  up  that 
the  disparity  between  spending  and  income  can  get  much  larger.   The  argument  has  been 
raised  that  this  is  true  in  municipal  finance  as  well,  when  municipalities  have  the 
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aower  to  spend  money  but  the  burden  of  raising  the  money  is  shifted  somewhere  else, 
then  the  acountability  for  spending  becomes  lessened.   The  natural  tendency  of  the 
system  is  to  spend  more,  because  the  only  way  one  municipality  can  beat  it  is  to 
spend  as  much  as  they  possibility  can,  therefore  they  come  out  better  off  than  the 
next  municipality.   This  is  certainly  true  at  the  national  government  level.   If 
you  look  at  how  the  federal  government  fimds  a  lot  of  projects,  they  gave  a  lot 
of  money  but  gave  the  control  over  spending  to  the  states  and  cities.   The  only  way 
states  and  cities  came  out  ahead  on  that  game  was  to  spend  as  much  as  they  possibly 
could,  which  meant  that  the  federal  government  had  to  raise  more  and  more  money  to 
pay  off  things  that  were  not  necessarily  in  the  federal  government's  interest. 

Now,  within  the  state  of  Massachusetts  we  just  want  to  be  careful  in  analyzing 
tax  structure  that  we   wind  up  with  some  kind  of  accountability  at  the  spending  point 
so  that  the  people  responsible  for  raising  the  money  do  not  have  to  go  beyond  the 
limit  of  the  -State.   The  transfer  in  late  1960 's  of  the  welfare  payments  may  be  an 
example  of  this.   Once  the  burden  of  paying  welfare  costs  was  shifted  from  a  local 
mxmicipality  to  the  state.  There  no  longer  was  pressure  in  a  local  municipality  to 
worry  about  how  many  welfare  families  there  were,  or  to  really  put  in  pressures  to 
keep  the  number  down.   This  has  happened  in  New  York  City  too.   By  releasing  those 
pressures  alittle  bit  we  may  be  tending  to  concentrate  more  welfare  families  in  a 
particular  city  because  the  bill  is  being  picked  up  somev/here  else  in  the  system. 
Welfare  payments  in  this  state  certainly  have  not  gone  doxvm  as  a  result  of  shifting, 
nor  have  the  expenditures  of  local  government  gone  do^m  because  the  state  has  picked 
up  the  tab. 

Urban  Djmamics  Theory  of  Aging 

The  one  thing  that  I  found  missing  in  the  paper  was  a  look  at  the  slightly  larger 
system  from  the  point  of  view  of  the  state  itself,  and  where  the  money  comes  from. 
For  those  of  you  who  are  familiar  with  the  urban  dynamics  model,  I'll  just  take  a 
moment  to  highlight  one  example  to  make  the  point.   Urban  dynamics  is  a  theory  of  the 
life  cycle  of  a  city.   It  talks  about  how  it  grows  initially  and  then  reaches  a 
period  of  decline,  when  everything  gets  old,  when  the  land  is  filled  up,  all  the 
prime  sites  are  gone,  new  construction  comes  only  at  the  point  of  demolishing  something 
else,  population  density  is  very  high,  it  becomes  difficult  to  achieve  the  kind  of 
growth  you  once  had  in  youth.   Well  that  model  in  a  very  broad  sense  applies  to 
Massachusetts  and  applies  to  New  England.   This  whole  area  of  the  country  was  the.,. 
first  area  settled,  almost  all  of  its  land  is  under  either  plow,  asphalt,  or  buildings 
somewhere,  prime  sites  are  harder  and  harder  to  get,  transportation  and  availability 
and  everything,  we  live  in  an  older  part  of  the  country.   All  of  New  England  in  a 
sense  and  particularly  Massachusetts  exhibits  many  of  the  characteristics  of  the  urban 
dynamics  model  going  throigh  that  phase  of  transition  from  peaking  into  sort  of  a 
decline.   Statistics  have  shown  that  the  population  in  Massachusetts  is  already  one 
and  a  half  times  the  density  of  that  of  India.   We  are  one  of  the  most  densely 
populated  regions  in  the  country.   And  yet  as  the  structure  and  everything  we've  built 
over  the  last  200  years  have  aged,  have  become  less  and  less  efficient,  all  the  new 
growth  has  gone  somewhere  else  in  the  coxontry.   The  rest  of  the  3/4  of  the  U.S.  are 
the  suburbs  of  New  England.   New  England  is  kind  of  the  inner  city  of  the  country,  with 
all  of  the  problems  of  aging  structures,  and  people  without  enough  income,  and  enough 
skills,  and  the  money,  the  more  affluent  both  in  corporations  and  people  have  moved 
to  the  suburbs.   Now  what  we  want  to  do  in  terms  of  fiscal  policy  is  to  look  very 
closely  at  this  phenoenon.   Does  the  theory  that  I've  just  outlined  have  any  validity? 
•And  if  so,  how  can  fiscal  policies  for  not  only  the  state  but  cities  and  the  state 
do  something  to  reverse  that  trend  or  at  least  to  save  the  state  from  going  further 
imder. 

I  noticed  in  the  paper  that  great  reliance  is  placed  on  property  tax  in  terms 
of  creating  some  of  the  problems  and  one  reference  was  to  St.  Louis  which  only  has 
19%  of  its  total  revenue  come  from  property  tax.   I  grew  up  and  went  to  college  in  St. 
Louis  and  am  quite  familiar  with  the  city.   St.  Louis  is  by  no  means  a  boom  to\%fn  and 
hasn't  been  for  quite  some  time  in  spite  of  the  fact  that  it  has  a  very  low  property 
tax  rate.   All  of  the  new  construction  in  St.  Louis  during  the  60's  occured  in  a  place 
called  Clayton,  which  was  a  suburb  just  on  the  outside  of  the  boundries  of  St.  Louis. 
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The  reason  for  this  didn't  have  to  do  with  the  property  tax  but  had  a  great  deal    ,  , 
to  do  with  land  accessibility;  where  people  lived;  how  difficult  it  was  to  reuse 
land;  and  a  lot  of  other  reasons.   As  you  pointed  out  there  are  many  more  things  to 
the  system  besides  property  tax.   I  will  not  miminize  the  importance  of  looking  at 
the  issue,  and  I  think  we  ought  really  to  look  at  it  because  it  does  have  some  very 
real  impact  on  the  distribution  of  how  taxes  come  and  where  you  want  to  control 
growth  and  where  you  want  to  encourage  growth,  but  we  ought  not  to  loose  sight  of  the 
larger  system  and  realize  that  by  tinkering  with  the  fine  controls  we  ought  not  to 
miss  the  fact  that  the  entire  state  and  region  itself  needs  help. 

Dick  Wall;  I  will  have  to  totally  reject  the  idea  that  tax  reform  which  reduces  the 
reliance  of  the  municipal  governments  on  the  property  tax, and  makes  available  to  local 
government  other  major  sources  of  revenue  (to  reduce  the  kind  of-  discentive  of  the 
property  tax  on  property  development  that  Dave  Strohm  refered  to)  is  going  to  reduce 
the  accountability  of  the  local  government  for  their  spending.   That  accountability 
is  still  going  to  remain  just  as  much  as  it  is,  in  existence  now.   We  are  accountable 
to  elected  officials  who  run  the  city  government,  and  to  the  public  through  a  variety 
of  mechanisms.   In  no  way  would  reform  create  a  situation  where  we  would  be  spending 
money  without  controls  on  the  amounts  of  revenue  we  would  be  getting.   I'm  sure 
there's  not  going  to  be  any  valhalla  in  which  the  state  would  give  the  city  government 
an  unlimited  amoiint  of  revenue  from  tax  sources  available  to  the  state  government.   We| 
are  still  going  to  be  very  limited.   There  will  still  be  a  very  definite  limit  on 
how  much  revenue  will  be  available  to  the  city  and  that's  what  will  have  to  govern 
our  expenditure  levels . 

There  will  be  no  meaningful  seperation  between  the  income  and  the  outgo. 
Budgeting  is  still  going  to  be  a  matter  of  determining  what  out  needs  are  and 
determining  what  revenues  are  available  and  try  to  bring  those  two  total  figures 
together  and  allocate  those  resources  in  as  efficient  and  as  effective  manner  as  we 
can  -  regardless  of  whether  the  source  of  revenue  is  a  property  tax  levied  directly 
by  the  city  government,  a  broader  tax  levied  by  the  state  government. 

A  Wage  Tax  Alternative 
If  there  is  any  real  great  concern  that  the  city  might  get  irresponsible  in  its 
expenditures  if  it  is  not  raising,  levying  and  collecting  the  tax  itself,  there's 
a  very  simple  solution.  We'd  be  very  happy  to  levy  a  wage  tax  on  everybody  who  works 
in  the  city  of  Boston.   Any  time  you  people  want  to  persuade  the  state  government 
to  permit  us  to  do  that,  it  would  be  an  ideal  solution.   Then  there  would  be  no 
separation  at  all  between  the  levying  and  the  expenditure  of  tax  money  by  the  city 
government.   But  so  far  with  the"  state  legislature  very  heavily  representing  suburban 
and  exurban  areas  of  the  state  nothing  like  this  has  happened.   Since  the  Governor's 
from  Dover  there's  very  little  likelihood  that  the  city  of  Boston  will  be  given  the 
power  to  levy  a  wage  tax.   The  two  cities  I  worked  in  before  I  came  here  both  had  a 
wage  tax,   Cincinnati  and  Philadelphia. 

Lou  Alfeld;  I  sat  through  two  meetings  last  week,  and  there  is  a  big  difference  in 
voting  on  items  that  the  state  or  the  federal  government  going  to  pay  for  and  the 
items  the  town's  going  to  pay  for.   We  voted  for  state  improvement  of  roads  and  we 
voted  down  things  that  were  going  to  add  to  our  property  tax  dollar.   There  is  a 
greater  incentive  to  spend  money.   I  merely  talked  about  pressures  in  the  system,  not 
the  fact  that  the  state  couldn't  put  more  pressures  on  to  stop  that  funding. 
David  Strohm:  I'm  going  to  take  Dick's  argument  one  step  further  and  say  that  the 
system  that  we  have  right  now  is  quite  the  opposite  of  accountability.   Wliat  we're 
talking  about  in  these  two  research  papers  is  the  system  in  which  the  legislature  is 
mandating  the  spending,  and  you  can  call  it  spending  just  as  easily  as  you  can  call  it 
exemption.   The  legislature  is  not  accoutable  for  that  spending.   We're  really  talking 
about  bringing  into  effect  a  system  which  has  more  accountability  than  the  current  sys| 
Lou  Alfeld:  I  think  everyone  would  agree  that  we  don't  have  that  much  accountability 
presently. 


i''S,   Moscovitch:  I  have  the  perspective  of  sitting  in  the  seat  ,of  having  to  find  the 


state  money  for  our  share  of  all  the  open  ended  grant  programs  we  have  in  the  cities 
and  towns.   I  can  tell  you  spending 's  been  going  up  under  such  programs  as  reimbursement, 
for  school  construction,  transportation  of  pupils,  regional  schools  and  vocational 
schools  by  about  20%  a  year  for  the  last  3  or  4  years.   Indeed  the  Governor's  budget 
had  a  $100,000,000  increase  for  reimbursements  to  cities  and  towns  and  the  interesting 
thing  about  that  increase  it  was  half  of  all  the  new  general  fund  money  that  we  had. 
It  didn't  give  anybody  any  reduction  in  property  tax  because  every  dollar  of  it,  with 
one  exception  which  I'll  come  to,  was  just  reimbursement  for  spending. 

A  New  Aid  Formula 

I  must  say  that  despite  that  apparent  confirmation  of  Mr.  Alfeld's  theory,  I  think 
that  in  a  way  he's  quite  wrong.   The  way  we  do  it  now  we  say  if  you  build  a  school 
we'll  pay  65%,  and  so  school  construction  is  going  up  about  15-20%  per  year  even  though 
everybody  knows  that  there  aren't  going  to  be  anymore  students  20  years  from  now  than 
there  are  now.   We  say  if  you  build  a  regional  school,  you  get  a  bonus  of  15%  of  your 
chapter  70  money,  and  so  cities  and  towns  have  been  building  regional  schools  all  over 
the  Commonv/ealth.   Hox\rever,  I  think  you  can  easily  design  the  system  so  the  marginal 
dollar  still  some;  from  the  local  city  and  town,  and  I  think  that  Boston  and  the' 
other  central  cities  of  the  state  ought  to  have  more  money  and  we  can  do  that  without 
having  these  incentives  to  spend  by  simply  saying  the  formula  shall  be  based  on  need 
not  based  on  expenditure  so  that  the  city  gets  what  its  going  to  get.   Beyond  that  if 
it  v/ants  to  spend  anything  more,  it  is  100%  of  its  own  cost  as  long  as  the  marginal 
dollar  is  100%  local  dollar  I  don't  see  any  reason  why  we.   can't  get  more  state  aid. 

I  might  say  though  that  the  big  problem  of  course  is  coming  up  with  the  money. 
It's  much  easier  for  all  of  you  than  for  me  to  endorse  plans  for  great  increases  and 
state  money.   I  just  think  that  people  in  the  Commonwealth  are  persuaded  that  if  we 
raise  state  taxes  we're  going  to  raise  state  taxes  and  it  won't  save  local  money.   The 
idea  of  raising  the  income  tax  of  the  sales  tax  to  help  local  cities  and  -towns  has  a 
black  eye.   I  don't  know  any  political  figure  who  thinks  he  can  sell  that  idea. 
It's  right  on  mertis  but  I  must  say  I  think  it's  politically  dead.   I  regret  that  but 
it's  going  to  take  a  major  job  selling  job  on  somebody's  part  to  get  the  kind  of  money 
that  would  make  a  difference.   Also,  it's  sort  of  a  d'^pressing  thought:  local  cities' 
and  towns'  expenditures  go  up  about  $400,000,000  a  year;  so  if  you  had  a  50%  increase 
in  the  income  tax  then  for  one  year  there  would  be  no  increase  in  local  tax  rates, 
and  then  they  would  go  on  increasing  at  the  same  rate  tuey've  gone  up  in  the  past. 

Statewide  Industrial  Property  Tax 

About  a  year  ago  Lynn  and  I  worked  on  a  couple  of  projects  to  see  whether  state 
V7ide  property  tax  on  industry  would  look  like.   Precisely  because  of  what  Alex  is 
talking  about  it  would  end  the  incentive  to  move  to  the  suburbs  for  industry.   The 
problem  is  that  by  and  large  the  central  cities  make  a  lot  of  money  off  the  local 
prtiperty  tax  on  industry.   If  you  have  a  state  wide  property  tax  on  industry  then 
they  probably  would  get  less  money  than  they  have  now.   The  marginal  incentives 
would  be  improved  but  at  some  expense  to  the  city  treasury. 
David  Strohm:  That  depends  on  state  reimburements. 


Ed  Moscovitch:  I'm  saying  holding  everything  constant,  if  you  take  the  same  amount  of 


revenue  and  say  can  we  help  Boston  by  levying  a  state  wide  property  tax  on  industry 
and  then  return  all  the  money  we  levied  back  to  cities  and  to^^ms.   The  property  tax 
would  be  the  same  in  Boston  as  it  would  be  in  Milton.   There  would  be  no  property 
tax  reason  for  leaving  Boston.   That's  truei'.  but  how  do  we  get  you  back  all  the  money 
you  were  getting  before. 
David  Strohm:  By  constructing  the  redistribution. . . 


Ed  Moscovitch:  Well,  we've  dealt  with  a  lot  of  formulas  and  we  have  trouble  coming  up 


with  one  that  gave  you  as  high  a  percentage  of  the  money  as  you're  already  collecting. 
David  Strohm:  And  we  haven't  seen  one  in  five  years  either. 


Ollie  Oldman:  Ed  what  you're  suggesting  is  the  state  wide  property  tax  would  be  at  a 


lower  rate  on  Boston  property  than  Boston's  property  tax  therefore  less  money  would 

come  back  to  Boston,  and  of  course  that's  true. 

Ed  Moscovitch:  No,  you're  assuming  that  the  formula  would  be  reimbursement  for  just 


the  amount  of  money  that  was  raised  in  your  town.   Suppose  you  have  a  reimbursement 
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its'  that  has  nothing  to  do  with  it.   I'm  saying  the  cities  already  collect  such  a 
high  percentage  of  the  total  property  tax  collected  from  industry  that's  its  hard 
to  come  up  with  any  kind  of  equiable  formula. that  would  give  it  back  to  them. 

We  did  come  up  with  a  formula  that  put  Boston  around  the  same  spot  but  there  are 
a  surprising  number  of  to\^ras  that  are  very  sever ly  hurt.   There's  no  way  you  can  help 
to\CTis  like  Everett  and  Burlington.   In  any  one  of  that  type  of  plan  you  do  get  towns 
that  will  be  severly  penealised.   I  think  industry  has  its  advantages  but  there  are 
also  a  lot  of  costs  to  having  industry.   I  don't  know  Everett  that  well  but  perhaps 
they  deserve  to  get  the  relatively  lov;  tax  because  they  are  putting  up  with  the  existance 
of  a  lot  of  relatively  unpleasent  industry.   There  are  costs  to  having  industry  in 
your  town  and  I  think  in  some  way  you  don't  want  any  statewide  that's  going  to  eleminate 
that  fact. 

Maybe  there  reasons  that  more  industry  is  leaving  big  cities  there  are  greater  costs 
in  terms  of  resources  or  an  industry  locating  in  Boston.   There  are  construction  costs, 
and  things  of  that  nature,  that  industry  should  be  aware  of  that.   Perhaps  we  want 
to  have  those  incentives  to  locate  in  those  particular  places,  if  in  terms  of 
resources  it's  cheaper  to  locate  in  Burlington  perhpas  the  industry  should  locate  in 
Burlington.   I'Jhen  you  think  in  terms  of  a  systems,  type  analysis  of  the  state  as  a  whole. 
David  Strohm:  That's  exactly  what  I'm  trying  to  do.   I'm  trying  to  suggest  that  it's 
cheaper  in  Burlington  because  you're  abondoning  the  infra  structure  in  Boston.   The 
tax  payers  in  Boston  sooner  or  later  are  going  to  have  to  pay  for  it  to  clean  up  and 
redevelop.   Sooner  or  later  the  people  in  Burlington  pay,  and  that  the  overall  impact 
is  a  very  rational  land  use  pattern  and  growth  pattern. 

Speaker :  I'm  not  convinced  that  it  necessarily  irrational  even  over  the  long  term 
for  Burlington  to  have  industry.   It  may  always  be  cheaper. 

David  Strohm:  Xfhat  I'm  trying  to  do  is  respond  th  Ed's  concern  that's  it  hard  to  find 
a  political  position  in  terms  of  tax  reform  that  has  statewide,  appeal.   I'm  suggesting 
that  the  concern  statewide,  cityvjide,  nationwide  for  more  rational  land  use  and 
growth  policy  holds  the  germ  of  an  idea  for  a  property  tax  reform  coalition, 
Ed  Moscovitch:  I  just  want  to  come  back  to  the  point  about  the  expenditure  powers 
the  state  has.   One  of  the  disadvantages  of  framing  it  from  the  city  and  town  point 
Df  view  is  the  only  way  to  get  more  money  is  to  spend  more  money.   I'm  hopeful  that  we 
could  redesign  those  formulas  so  that  the  amount  of  money  that  the  to^-m  gets  x^7ould  be 
based  on  its  needs,  somehow  measured,  not  on  its  expenditure.   This  will  not  only 
ijould  solve  the  problem  of  cities  and  towns  spending  without  worrying  vjhere  the  money 
comes  from  but  it  would  offer  a  Mayor  the  choice  of  holding  his  expenditure  under 
control,  taking  the  increased  state  aid  that  would  come  about  and  lower  his  property 
:axes. 

I  might  say  that  every  spending  program  has  a  lobby ,  and  what  we  would  be  up 
igainst  is  the  teachers  lobby,  the  regional  school  lobby,  the  vocational  school  lobby, 
ind  so  on.   A  lot  of  people  out  there  like  the  idea  of  state  programs  that  only'  raise 
noney  if  the  tovms  spend.  . 

City  Property  Tax  Concessions 
)llie  Oldman:  It  seems  to  me  the  focus  of  this  whole  discussion  has  gone  ax^7ay  from 
rtiat  I  thought  we  were  talking  about  today.   It  looks  as  if  almost  everybody  is 
)assing  the  buck  on  to  the  state  with  respect  to  solving  the  cities'  problems.   Then 
^ou  force  the  state  to  defend  some  of  its  practices.   It  would  seem  to  me  that  a  proper 
;ocus  for  today's  discussion  would  have  been  more  like:  given  the  city's  problems, 
structure  and  powers,  what  can  it  do  and  what  can't  it  do?   One  of  the  things  that  just 
ceep  getting  buried,  essentially  because  attention  is  focused  on  different  problems, 
Ls  the  growing  problem  of  the  property  tax  concessions.   When  is  the  city  going  to 
race  up  to  the  fact  that  it's  time  to  do  something  about  this?   And  how  much  its 
costing  the  city?  And  whether  or  not  the  growth  policy  that's  implied  in  size  of 
concession  really  is  in  the  city's  interest  in  some  larger  sense? 

The  question  of  sewer  charges  or  other  kinds  of  service  charges  are  briefly 
nentioned  in  the  Boston  tax  strategy  paper.   But  as  a  whole  is  is  buried  under  the 
rubrick  that's  it's  "too  complex"  to  deal  with.   Instead,  what  we  have  is  a  proposal 
/hich  largely  again  would  pass  the  buck  to  the  state  in  terms  of  doing  som.ething  about 
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"■  >iibarseing  the  city  for  20%  of  its  tax  on  exempt  property.   And  again  there's 
-nothing  in  anything  that  I've  seen  here  or  heard  here  today  that  would  indicate  that 
the  city  bears  any  responsibility  for  doing  anything  with  respect  to  solving  its 
o\<m.   problems. 

There  are  several  problems  that  are  really  of  burning  importance.   The  fiscal 
disparity  for  the  tax  inequities  that  exist  within  the  city  from  one  region  of  the 
city  to  another,  from  one  type  of  property  to  another  is  something  that  has  to  be 
faced  up  to  by  the  city.   It  can't  just  be  buried  under  the  rubrick  that  the  state 
will  solve  our  problems  somehow  or  other  if  we  bang  at  the  door  hard  enough.  It 
has  to  be  identified,  brought  out  into  the  open. 

The  Cost  of  Services  to  High  Rise 

A  study  was  in  the  Globe  yesterday  that  Joe  Barresi  and  his  group  came  oUt  with 
on  the  cost  to  the  city  of  high  rise  buildings.   From  what  the  newspaper  said  you 
would  think  that  high  rise  construction  in  Boston  was  thre  greatest  thing  that  ever 
hit  to^\m.   But  I  would  suppose  that  if  such  a  study  was  examined  vjith  great  care  and 
an  allocation  of  cost  to  these  buildings  x-ias   done  by  various  other  groups  you  V70uld 
come  up  with  a  great  deal  of  disagreement  as  to  V7hether  or  not  high  rise,  and  especially 
new  high  rise  property,  pays  its  own  way.   I'd  be  very  skeptical  about  any  of  the 
figures  I  read  in  the  paper. 

Nevertheless   those  are  the  only  things  that  get  out,  and  the  city  ought  to  be 
doing  something  whether  or  not  those  figures  are  really  defendable  on  a  basis  of 
any  rational  or  any  other  basis  of  the  city's  expenses  cost  relative  to  the  revenues 
those  properties  are  producing.   We're  not  getting  that  kind  of  feed  back.   There  is 
one  point  about  the  exemption  area  that  the  city  might  take  the  lead  on,  but  again  it 
has  to  face  up  to  the  political  necessity  that  all  of  these  things  will  be  politically 
unpopular.   One  simple  thing  New  York  has  recently  done  -  they  got  the  state  legislature 
to  change  the  property  tax  exemption  law,  so  the  bar  associations,  medical  associations, 
the  Explorers  Club  and  all  kinds  of  other  such  institutions  are  no  longer  exempt  from 
the  property  tax  in  New  York  City,   ^-Jhile  it's  true  it  only  accounts  for  10-12%  of 
the  exempt  property,  these  kinds  of  things  would  seem  to  be  the  sort  of  things  where 
the  city  can  get  some  marginal  dollars,  that  are  likely  to  be  a  very  useful  dollars, 
and  aren't  likely  to  have  any  important  impact  on  exempt  institutions,  the  economy 
or  anything  else.   The  notion  that  you  can  expect  the  state  to  give  20%  reimbursment" 
of  potential  taxes  on  federal  property  and  state  property  is  just  a  way  of  passing 
the  buck  but  the  legislature  will  never  buy  it.   While  the  state  has  a  very  important 
role  vis  a  vi  the  financing  of  the  city,  Boston  has  a  number  of  decisions  to  make. 
They  shouldn't  be  made  on  the  basis  of  some  rigid  formula  such  as  20%  of  the  assessed 
value  of  exempt  property. 

Hank  Emerson:  We  have  several  questions  all  at  once.   But  we've  had  none  from  the 
private  sector. 

Joe  Barresi:  I  just  want  to  respond  to  Ollie's  skepticism.   I  can  assure  Ollie  that 
we  didn't  pre-ordain  our  conclusions.   We  were  very  careful  in  allocating  the  cost  of 
services  to  various  commercial  areas.   I'm  sure  that  people  can  differ  with  the 
methodology  that  we  used.   We  were  quite  objective,  or  as  objective  as  we  can  be,  and 
quite  careful  in  allocating  those  municipal  costs  to  the  commercial  districts  and 
in  measuring  the  real  property  tax  revenues  from  those  districts.   I'll  weigh  our 
conclusions  against  the  "seat  of  the  pants"  skepticism.   Skpetics  didn't  raise  the 
[question,  they  dogmatically  stated  that  high  rise  cost  the  city  more  to  service  then 
they  produce  in  real  property  tax  revenue.   That's  the  reason  we  addressed  that  particular 
Iquestion,  because  people  were  stating  that  and  were  basing  their  conclusions  on  a 
study  that  was  in  San  Francisco.   We  tried  to  address  that  particular  question.   With 
all  due  respect  to  Ollie  I'm  afriad  that  unless  he  can  show  me  evidence  to  the 
contrary  that  I'll  have  to  stand  on  the  conclusions  that  our  study  produced. 

What  we  did  was  to  divide  the  city  into  several  commercial  areas  of  varying 
densities  from  high  to  lov/,  and  in  the  high  density  areas  they  had  more  of  the 
buildings  of  course  which  are  high  rise  and  which  people  don'.t  like,  but  they  show 
that  on  a  unit  basis,  high  density  areas  cost  less  to  service  than  the  low  density 
areas  and  if  the  revenue  is  produced  on  a  unit  basis  had  a  relationship  to  density  the 
iiighest  density  area  didn't  produce  the  most  revenue  on  the  unit  basis  but  generally 
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tjie  areas  with  the  highest  density  which  meant  those  with  the  newest  commercial 
ouilding  produced  more  revenue  on  a  unit  than  the  others.   The  unit  of  measure  was 
per  thousand  square  feet. 

We're  subject  to  challenge  and  subject  to  question.   Fine,  that's  one  of  the 
reasons  for  the  study,  but  I'd  like  to  have  those  challenges  documented  and  not  made 
from  a  top  of  the  head  basis  as  the  statements  were  made  originally  in  opposition  to 
highrise. 

Dun  Gifford:  It's  been  facinating  to  bat  the  ball  back  and  forth.   I  think  Prof. 
Oldman  indicated  that  it's  whos  going  to  pay  for  it,  as  between  the  city  and  the 
state,  or  take  responsibility  for  collecting  and  then  paying.   It  always  ends  up 
that  it's  the  homeowner  and  the  fellow  who  oims   real  estate  that  pays  the  taxes.   The 
taxes  are  going  up  dramatically  when  you  aggregate  them  in  terms  of  the  total 
collections  made.   There  is  a  fiction  in  Boston,  which  is  going  to  catch  up  with 
this  city  sometime  very  soon,  after  the  confusion  about  the  18  month  transition  passes. 
The  fiction  is  the  tax  rate  is  staying  stable  and  very  close  to  its  same  rate  and 
therefore  the  tax  collections  in  Boston  are  not  going  up.   That  is  fiction,  the 
assessed  valuation  against  which  the  tax  rate  is  made  is  going  up  very  steeply.   So 
steeply  in  fact  that  the  most  recent  tax  bills  which  came  out,  about  a  dozen  I  know 
about  are  in  violation  of  long  standing  agreements  between  the  assessing  department 
and  property  oi\niers .   That  is  ultimately  going  to  catch  up  with  the  city,  my  own  guess 
is  that  it  will  stimulate  the  long  dreaded  taxpayers  suit  to  force  the  city  of  Boston 
in  compliance  with  the  state  law  on  full  valuation.   Prof.  Oldman  has  done  a  study 
of  that,  others  have  too.   I  think  it  would  be  illustrative  and  interesting  for  him 
to  speak  briefly,  what  he  thinks  or  guesses  would  happen  if  the  city  of  Boston  were 
to  have  gone  iiito  compliance  with  the  state  law.   I  don't  know  if  anybody  could  ever 
get  an  agrument  on  what  would  happen  until  it  does  happen.   My  guess  is  that  what 
we're  going  through  right  now,  there's  a  lot  of  confusion  about  the  18  month 
transition  on  fiscal  year  and  on  an  attempt  to  keep  a  tax  rate  stable  for  extraneous 
reasons  while  the  assessed  valuation  base  is  going  up,  is  going  to  force  the  people 
who've  given  up  trying  to  get  abatements  into  the  appelate  tax  court  which  won't  be 
able  to  handle  the  load.   I  think  we're  coming  to  a  bad  period  of  time  on  the  real 
estate  property  tax  base  on  which  the  city  of  Boston  gets  most  of  its  revenue. 
Hank  Emerson:.  Dun,  when  you  mentioned  assessments  were  going  up.  you  were  talking 
primarily  about  the  commercial  property. 
Dun  Gifford:  No,  look  at  the  figures. 

Hank  Emerson:  You  two  guys  are  really  at  odds  on  whether  assessed  valuation  is  going  up. 
Dick  Wall :  Assessed  valuation  has  been  increasing  at  an  average  rate  over  the  last 
10  years  of  about  2%  a  year.   That  does  not  sound  to  me  like  a  sharp  increase  in  valuation. 
Hank  Emerson :  It  sounds  like  it  hasn't  been  keeping  up  with  inflation. 
Dick  Wall :  Heck  no,  that's  one  of  the  big  problems  in  the  property  tax,  it's 
inflexible,  and  does  not  keep  up  with  inflation. 

Dun  Gifford:  Nobody  seems  to  be  pushing  hard  for  the  kind  of  radical  change  that  is 
needed  and  we  still  tinker  with  a  lousy  system.   I  think  we  all  agree  on  that  point. 
Speaker :  You  can  double  the  assessed  valuation,  bring  it  closer  to  market  value  and 
cut  the  property  tax  rate  in  half.   The  thing  is  your  tax  bill,  when  you  pay  it  in 
dollars,  still  goes  up  every  year.   What  kind  of  funny  business  goes  on.   Welfare  - 
you  take  a  look  at  some  of  the  tables  and  papers  you  see  the  welfare  payments  run 
up  steeply  until  the  state  took  them  over.   They  dropped  down  to  $8,000,000  a  year  as 
opposed  to  over  $100,000,000  a  year  for  the  city  of  Boston  and  the  corresponding 
tax  colletions,  the  city  of  Boston's  expenditures  went  down  but  now  they've  gone  back 
up  again.   There  are  very  valid  reasons  for  it,  obvisouly  but  what  irritates  most  of 
us  who  have  to  pay  the  taxes  is  to  listen  to  the  ping  pong  ball  and  watch  it  going 
back  and  forth:  the  city  ought  to  do  it;  the  state  ought  to  do  it.   What  we  would  hope 
with  the  very  great  amount  of  knowledge,  and  commitment,  and  experience  is  that 
ultimately  all  the  experts  would  get  together.   Something  has  to  be  done  because  it's 
getting  fouled  up.   I  tell  you  that  from  the  perspective  of  someone  who  talks  to  a  lot 
of  people  who  pay  millions  in  taxes  every  year.   We  don't  worry  about  collecting  them, 
that's  not  our  job. 


^ 


Hank  Emerson:  Does  anyone  else  from  the  private  sector  have  any  comments? 
jt5ob  "Saltonstall :  As  I  was  listening  to  Prof.  Oldman  I  couldn't  help  but  think  of 
the  people  sitting  in  the  Mayor's  office  faced  with  various  alternative  ways  of 
dealing  with  some  of  the  means  for  offsetting  the  taxes  lost  through  tax  emempt 
property,  and  wondering  whether  at  anytime  they've  attempted  in  the  Mayor's  office  to 
establish  a  task  force  which  would  separate  out  from  the  three  or  four  different 
directions  that  might  be  taken  to  start  to  chisel  away  at  this  probelm  so  sort  of  a 
priority  order  of  how  to  go  about  it. 

David  Strohm:  Let  me  speak  to  that  for  a  minute  because  I've  had  partial  responsibility 
for  working  on  that  strategy.   We  think  we've  looked  at  everything,  and  what  we  come 
back  against  is  a  long  history  of  challenges  in  the  legislature: to  specific  types 
of  exemptions;  to  attempts  to  try  to  levy  certain  service  charges  on  exempt  property; 
to  get  a  form  of  state  reimbursement  for  exempt  property  even  the  state's  own  property, 
have  draT-m  on  the  legislature  as  well  as  in  the  executive  offices  of  the  state 
government  have  been  consistently  negatives  all  the  way  down  the  line.   For  Mr.  Oldman 
to  say  that  there  is  a  possibility  of  service  charges  on  2%  of  the  institutions  may 
\<fell   be.   But  let  me  go  back  to  the  question  on  equity  and  political  responsibility, 
because  I  think  that's  very  important  to  the  whole  issue.   We  did  not  establish  those 
exemptions.   We  did  not  say:  "you  shall  locate  in  Boston,  you  locate  there  tax  free 
if  you  wish".   That  was  a  decision  of  the  legislature.   I  do  not  feel  it  is  incumbent 
upon  the  Mayor  of  Boston  or  upon  the  city  of  Boston  to  turn  around  and  confiscate 
that  status  from  those  properties.   When  the  Mayor  of  Boston,  or  the  people  of  Boston 
did  not  in  fact  create  that  problem.   And  this  is  why  we're  saying  it  is  very  clearly 
a  state  responsibility. 

There  is  a  political  question  above  and  beyond  the  equity  question.   I  think  Alex's 
work  has  established  the  equity  question  that  I'm  talking  about,  I  don't  think  there's 
any  doubt  about  that,  there  may  be  some  differences  about  the  degree. 

Boston's  economy  and  state  taxes 
Alex  Ganz :  I'd  like  to  address  myself  to  the  question  of  passing  the  buclr  to  the 
state  as  well.   One  way  of  looking  at  the  passing  buck  question  is  to  look  at 
Boston's  growth  and  raising  taxes.   Actually  Boston's  economy  has  been  expanding 
and  it's  been  raising  a  rapidly  rising  level  of  tax  revenue  for  the  state,  through  the 
state  collection  of  income  taxes,  both  personal  and  Corporate,  on  activity  in  Boston, 
and  through  sales  tax  collections.   We  estimate  that  Boston  raises  almost  1/3  of  the 
state  income  and  corporate  tax,  and  some  16%  of  the  state  sales  taxes.   So  Boston's 
generating  lots  of  revenue.   We'd  like  to  have  some  of  the  kinds  of  systems  that 
other  large  cities  have  for  participatation  in  that  revenue.   Boston's  rather  unique 
in  not  having  an  income  tax,  a  commuter  tax,  a  payroll  tax,  a  sales  tax,  which  many 
cities  have  and  which  therefore  are  able  to  lock  into  an  elastic  system  that  rises  with 
the  economy.   So  I  don't  think  that  Boston  can  be  accused  of  passing  the  buck  at  all, 
it's  passing  the  bucks  but  not  the  buck. 

On  the  question  of  alternative  approaches,  we're  not  bound  to  any  one  solution. 
In  fact  we've  been  suggesting  several  approahces .   We're  suggesting  right  not  the 
payment  in  luie  of  property  tax  as  lost  through  the  exemption  grant  by  the  state. 
But  we're  also  quite  interested  in  other  approaches.   These  include  a  city  commuter 
tax,  a  city  payroll  tax,  city  income  tax,  city  sales  tax,  state  financing  of  certain 
kinds  of  activities.   Some  of  the  proposals  of  the  Boston  Urban  Observatory  we 
think  merit  consideration  as  do  some  of  the  proposals  that  came  out  under  the  m.aster 
tax  plan.   We  think  some  combination  of  these  would  provide  the  relief  that  Dun  called  for. 
Joe  Bar res  J- :  This  Boston  tax  strategy  is  really  no  different  from  the  strategy  that 
John  Hynes  and  John  Collins  had.   It  is  probably  better  aticulated.   There's  no 
question  in  my  mind  that  the  state  has  taken  action  relatively  recently  to  ease  the 
burdens  of  cities  and  towns:  as  recently  as  1966  with  the  sales  tax  enactment  and  as 
recently  as  1968  with  assumption  of  the  welfare  responsibility.   Those  require  a  lot 
of  dollars  and  contrary  to  what  some  might  say,  the  assumption  of  the  welfare 
responsibility  was  not  done  with  the  cities'  own  money,  as  Kevin  White  realised  back 
in  Dec.  of  1967  when  he  refused  to  relinquish  the  position  of  Secretary  of  State 
until  Governor  Volpe  amended  the  bill  that  was  in  the  legislature  for  assumption  of 
welfare  costs,  to  provide  more  money  to  pick  up  those  costs.   I  don't  buy  the  argument 
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..lax  "those  costs  were  picked  up  with  our  own  money.   The  income  tax  was  amended  to 
provide  a  considerable  amount  of  money  to  finance  the  welfare  takeover.   So  there  has 
been  action  on  the  part  of  the  state. 

I  support  the  strategy  of  the  city  in  trying  to  get  some  reimbursement  by  the 
state  for  tax  exempt  property.   I  don't  think  it's  going  to  be  successful  -  but  that 
doesn't  mean  that  you  shouldn't  try  to  do  it .   I  think  that  20%  figure  I'm  to  blame 
for  part  of  the  because  the  20%  orignated  from  a  formula  that  we  helped  to  work  out 
with  the  construction  of  the  new  Blue  Cross  building  where  a  tax  emempt  entity  is  going 
to  basis  take  about  half  the  space  on  a  condominium  basis.   We  worked  out  an  equitable 
tax  arrangement.   So  that's  where  the  20%  came  from  -  I  think  the  tax  exempt  property 
is  over^^forked  as  an  argument  of  a  city  problem  because  most  of  it  is  publically  ovmed 
and  regardless  of  the  fact  that  Massport  may  own  a  lot  of  it  a  good  part  of  the  property 
that  Massport  now  owns  was  tax  exempt  before  Massport  was  bom.   Even  if  Massport 
and  Logan  Airport  sunk  into  the  Atlantic  Ocean  tomorrow  the  service  costs  of  the  city 
would  not  be  altered. 

I  guess  what  I'm  saying  is  maybe  I've  been  around  too  long.   I've  heard  this 
song  for  such  a  long  time,  its  a  strategy  that  has  to  be  developed,  it's  a  strategy 
that  has  to  be  persuded.   I  just  feel  kind  of  cynical  and  don't  havp.  too  m.uch 
optimism  that  it  X'/ill  prevail. 

Taxing  by  the  square  foot 
Lou  Alfeld:  I'd  like  to  refer  to  a  paper  I  did  some  time  ago,  not  saying  that  this 
is  an  answer.   We  looked  at  the  difference  in  biasing  assessments  between  residential 
and  business  properities  and  between  older  and  newer  properties  with  the  conclusion 
that  the  urban  sj'stem  can  be  expected  to  respond  to  differences  in  property  tax  burdens 
between  residents  and  businesses  in  adjustments  in  wages  and  real  income.   Higher  tax 
assessments  against  industry  would  reduce  profit  thereby  tending  to  drive  out  industry. 
If  you  tax  residents  more  it  V70uld  tend  to  raise  the  cost  of  living  thereby  driving  up 
wages  and  the  effect  of  the  higher  wages  would  tend  to  drive  out  industries.   The 
one  formula  that  I  came  up  with  for  the  paper,  looking  under  the  constitution  for  a 
equitable  way  of  assessing  all  property  equally,  was  on  a  square  foot  basis.   I'm 
throx^7ing  this  out  merely  as  a  new  way,  and  idea  of  looking  at  the  system.   If  you 
tax  all  real  property  on  the  basis  of  so  many  cents  per  square  foot  of  area,  the 
system  becomes  biased  against  older  deteriorating,  less  productive  structures,  and 
favors  new  construction,  because  the  new  stuff  will  be  more  productive.   The  assessment 
formula  that  I've  built  into  this  paper  was  that  it  would  be  im.plemented  over. a  20 
year  period.   It  starts  out  as  a  very  small  fraction  of  the  property  tax  and  you've 
got  a  20-50  year  period  in  which  to  switch  to  a  new  system.   This  is  an  idea  of 
looking  to  a  tax  assessment  formula  or  program  that  results  not  only  in  m.eeting  current 
spending  patterns  but  builds  in  the  correct  bias  in  the  system  that  maintains  a 
healthy  long  term  equalibrium  situation  in  terms  of  always  being  able  to  provide  enough 
money,  and  having  the  built  in  incentives  to  renew  and  recreate  the  sources  of  wealth. 
Hank  Emerson:  My  only  editorial  comment  is  in  terms  of  when  we  discuss  the  dovmtown 
plan  we  were  told  by  the  BRA  that  47%  of  the  city's  tax  has  been  paid  by  the  structures 
in  which  we  were  talking  about  in  terms  of  the  do\^i^:ltown  plan,  primarly  corporate 
strucutres.   If  that's  true,  this  paper  has  not  broken  dovm,  in  terms  of  corporate  real 
estate  taxes  vs.  individuals.   I  think  it's  time  to  sort  of  reinforce  what  Dun  said: 
it's  time  we  get  going  here  on  understanding  our  taxes  and  doing  something  about  them 
in  this  city.   Apparently  corporations  are  paying  at  least  half,  maybe  more,  of  the 
real  estate  taxes  in  the  city.   So  in  the  paper  where  we  saj'  the  residents  of  the 
city  of  Boston  are  paying  11%  of  their  income  in  real  estate  taxes,  if  corporations  are 
paying  at  least  half  of  those  taxes,  that  means  that  residents  are  paying  something 
in  the  order  of  5.   And  the  paper  compares  the  11%  to  Milton,  where  they  don't  have 
any  industrial  base.   So  in  essence  the  paper  is  misleading  and  saying  the  Boston 
residents  are  over  taxed.   The  paper  should  look  at  it  from  a  corporate  point  of  view. 
Dan  Holland: If  you  start  to  factor  from  the  corporate  point  of  view,  who  pays  that  burden 
that  the  corporations  pay?  I  find  it  hard  to  envision  a  corporate  entity  per  say  bearing 
a  tax  burden.   The  compnay  takes  actions  to  transfer  the  tax  to  somebody,  and  some  is 
exported  but  not  100%. 
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^a^  Emerson:  We've  got  to  elimate  tnis  word  probably  and  get  together  to  talk  in 
details.   The  sad  thing  about  this  meeting  is  we've  got  an  academic,  city  .hall  and 
private  sector  groups,  the  private  sector  is  not  well  informed  and  not  well  equiped 
to  talk  about  it  and  I  hope  that  through  these  dialogues  that  we've  beginning  to  get 
into  a  posture  where  some  of  the  private  business  men  in  this  city  will  begin  to 
be  better  informed. so  that  we  can  participate.   When  we  do  have  facts  V7e  all  pretty 
much  agree. 

Ollie  Oldman:  Dun  referred  to  a  study  in  which  Dan  Holland  and  I  have  both  participated 
which  is  not  yet  finished  and  therefore  is  not  yet  discussable.   It  will  soon  be  released. 
VJhe  it  is  I  hope  it  will  be  a  focus  of  discussion  with  this  group. 
Walter  Merrill:  Is  it  a  fair  summary  to  say  that  all  taxpayers  are  ultimately 
individuals.   It's  our  thesis  that  those  individuals  X\?ho  ox-m  property  in  Boston  are 
over  taxed,  and  that  out  tax  strategy  is  to  shift  some  of  this  tax  to  certain  other 
individuals? 

Hank  Emerson:  Well,  as  usual  we've  ended  up  with  more  questions  than  answers.   Thank 
you  for  coming. 

Adjourn 
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